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*OGC Has Reviewed* 


CENTRAL INTELLIGENCE AGENCY 
Washington, D. C* 


STATINTL 


ADMINISTRATIVE INST RUCTION 
NO. I I 





SUBJECT: Payment of Premiums cost of Surety Bonds 


1# This Instruction establishes regulations and procedures 
governing the payment of premiums oncost of Surety Bonds for 



CIA officers and enployees. 


FOIAB5 


3* The Chief, Administrative Staff: and the Chief, Special 
Support Staff, are hereby authorized to approve for payment, the 
costs of bonds of the following types, whichj off icers and employees 
of CIA may be required to execute in performance of their official 


duties: 


Agent Cashier Bonds 
Certifying Off iceRBonds 
Custodial Bonds 

Bonds necessitated by operational conditions. 
This authorization is applicable to both voucher ed and 


unvouchered funds* 


4* Payment of premiums costs of bonds for Public Notary 


: TKaVjH f\ dv/W/Fpurposes a re not authorized* 
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MEMORANDUM 


TO : 

The Executive 

THROUGH : 

Special Support Staff 


Budget Officer 

FROM : 

Finance Division 

SUBJECT : 

Payment of Premiums or Cost of Surety Bonds 

REFERENCES: 

(a) Memorandum dated 5 August 1949 from Budget Officer 


to the Executive, subject '‘Authorization for Payment 
of Premiums or Costs of Surety Bonds"; approved by 
DCI, 9 August 1949 (Attachment 1) 


(b) Memorandum dated 22 August 1949 from CFB to General 
Counsel* (Attachment 3) 

.(c) Memorandum dated 29 August 1949 to CFB from the 
Office of General Counsel, subject as above. 
(Attachment 2) 


Background 

1. Reference (a) contains the authorization of the Director to pay 
the premiums or costs of surety bonds of CIA employees. The release of 
this authorization raised questions as to the scope, effective date and 
method of application of this authorization. The Finance Division accordingly 
addressed an inquiry (reference (b)) to the Office of the General Counsel. 

The reply of the Assistant General Counsel, (reference (c)), indicates 

that additional policy clarification may be necessary. 

2. Subsequently, in informal discussions -with the Budget Officer, it 
■was learned that it was doubtful whether this policy would be applied to 
many persons basically eligible and, further, that at least two individuals 
had declined to have their Certifying Officer bond premiums paid by the 
Government . 

3* In view of the many questions raised, it is believed desirable to 
again present the entire matter for review and precise policy determination. 

To assist in reaching such determination it is believed desirable to pro- 
vide certain information pertinent to the operational and administrative 
relationship of the Finance Division to this matter. 

4. Bonded employees of the Finance Division include the following: 

PERSONS ANNUAL PREMIUMS 

Agent Cashiers (3) $> 270.00 

Certifying Officers (7) 5*00 

Custodial Bonds (12) . 13.50 
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Custodial bonds have been required of numerous persons , both in the Finance 
Division and Finance Officers and Clerks assigned to 0S0 and OPC at overseas 
installations. These bonds are not performance bonds in the limited sense 
but are penal bonds to ensure that the individual will properly safekeep, 
disburse and account for monies entrusted to him* To a limited degree , they 
are also insurance to the Government against losses through theft or other 
causes not directly chargeable to the custodian* 

5. Persons outside the Finance Division who may be bonded for reasons 
not involving the handling of confidential funds might include the following: 

a* Public notaries required directly or indirectly in the further- 
ance of CIA activities. In the past there has been a need for several 
notaries scattered among the various offices of CIA. Individuals apply- 
ing for appointment as notaries are required to furnish a nominal bond. 
It may or may not be desirable to include such bonds under the policy 
being discussed. 


25X1 A 


Policy Questions 

1* It appears necessary that decisions as to the following points are 
essential: 

a. What is the effective date of the policy under which the 
Government pays surety bond premiums or costs? 

b. What types of surety bond premiums or costs is it intended 

that the Government pay? „ 

(1) Agent Cashier Bonds 

(2) Certifying Officer Bonds 

(3) Custodial Bonds 

(4) Notary Bonds (administratively approved) 

(5) Bonds required by cover 

c. Is there to be any policy differentiation between the bonds 
required of persons handling confidential funds and persons handling 
normal vouchered funds? 

d. Is reimbursement to appropriate individuals for the balance 
of their unexpired prepaid bond premiums authorized? 

A brief discussion of each of these question^ together with the recommend- 
ations of the undersigned, follows in subsequent paragraphs. 
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Discussion and Recommendations 

1. The Assistant General Counsel, in his memorandum ( referenced c)) , 
advises that there is no legal obstruction to the payment of bond premiums 
after 20 June 1949 > but that the implementation authorization of the DCI 
(reference (a)) reflects an intent that the date of approval should be the 
effective date. The undersigned makes no recommendation, but suggests that 
the intended effective date be specifically designated. 

2. It is specifically recommended that the Government pay the bond 
premiums of all persons of whom bond is required because they are disbursing, 
handling or certifying confidential funds. These persons, for reasons of 
operational necessity, are required to handle abnormal quantities of cash 
funds under conditions which place an extraordinary pecuniary liability 
upon them as individuals . In some cases, the amount of bond required is 
immoderately large, putting the individual to an unreasonable personal 
expense and, lastly, the' duties and responsibilities of these individuals 
are essentially different from those of other Government employees who may 
be required to furnish bond at their own expense. 

3. We are informed that it is not intended to pay the bond costs of 
some or most employees of the Budget Officer or the Fiscal Division until 
such time as general legislation may be passed wherein the Government assumes 
the bond costs of all comparable Government employees. This point is 
raised only because it obscures the policy applicable to the Finance Di- 
vision, Special Support Staff. Regardless of the decision in respect to 

CIA employees in general, we again urge payment of the bond costs of all 
persons handling confidential funds. 

4. The question as to whether or not any or all bonded individuals 
should be reimbursed for the unexpired balance of their prepaid premiums 
involves questions of legality, CIA policy, and practicality. 

The Office of the General Counsel in reference (c) is apparently, of 
the opinion that there is no legal objection to the payment of bond pre- 
miums or bond cost, but that the implementation authorization signed .by 
the Director indicates no intent to reimburse by the Government of pre- 
paid premium costs by interpretation. ' 

From the practical point of view, it would seem inadvisable to go 
to the administrative expense and difficulty of computing and paying the 
relatively insignificant amount of unexpired premiums of bonded employees, 
excepting the Agent Cashiers. 

On the other hand, it is recommended that the three Agent Cashiers 
in the Finance Division be reimbursed for their unexpired balance of bond 
premiums paid by them for the following reasons: 

(a) Their bond premiums have been exceptionally high, because 

the financial mechanics of this Organization necessitate large cash 

Treasury advances to these individuals . 

(b) It appears to be the obvious intent of the law to relieve 
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these individuals of this burden. Consequently, to apply the law 
in such a manner that the Government pays the bond expense of one 
individual for most of a full year, but does not pay the expense 
of another individual operating under identical circumstances is 
manifestly inequitable. The degree of this inequity would be con- 
siderable, since at 9 August one Agent Cashier had recently paid a 
full premium of $270.00, whereas the annual premium of a second 
Agent Cashier was just about due. 

5. The undersigned is acutely aware of the fact that he is recommend- 
ing the adoption of a policy which could result in payments to himself. 

For this reason be will waive, if desired, any claim for reimbursement if 
such a policy is adopted. 

Summary 

It is recommended that 

(a) A precise effective date be established upon which CIA 
will pay bond premiums or bond costs. Presumably, this date will 
be 9 August 1949, or as early as 20 June 1949. The undersigned 
recommends the date 9 August 1949- 

(b) The types of bonds for which CIA will pay the costs be 
ennumerated and, if necessary, the administrative official who 
shall approve such payments be designated. It is recommended that 
all bonds described in Paragraphs 4 and 5 above be held in the 
eligible category. 

(c) A decision be rendered as to whether the bond policy shall 
be equally applicable to individuals bonded in conjunction with 
voucher ed fund activities, confidential fund activities and opera- 
tional cover activities. The undersigned recommends inclusion of 

at least the last two categories in view of the unusual operational 
and? financial aspects of their activities. 

01 (d) That the Agent Cashiers be reimbursed for the amount of 
their unexpired prepaid premiums: This special consideration in 
view of the unreasonable burden they have carried so long and to 
provide equity in the application of the legal provision as be- 
tween the three officers performing an unusual Governmental fi- 
nahcial activity. 

25X1 A 


Acting Chief, Finance Division 


Attachments (3) 
cc: Budget Officer 
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Budget Officer 

Authorization for Payment of 'Premiums or Costa of Surety Bonds 

FOIAB5 


2. There are several types of bonds v/hich are required by law or 
agency regulations as a protection to the United States Government and 
certain of its officials. Those include, but aro not necessarily 
limited to, bonds for individuals in the following positions; 

{a) Certifying Officers 

(b) Acont Cashiers 

(c) p 

(d) uasnier-aessenger 


Those bond requireraents are imposed upon certain officers and employees 
of the agency for purposes other than their own protection ag^ are not 
necessitated because of personal reasons or demands. (Such as a bond 
for a travel advance which would require the premium paymentato be 
made from personal funds.) — 

It! ..I 

3. Since some bond premiums will be due In the near fyture, it 
is desired to obtain authorisation from tho Director to eff^t payment 
from CIA funds. Subject to basic authorization by the Director, payments 
in individual oases will be based on the determination thatA.bc bond 
requirement is a primary benefit to the Government and/or C®l rather 
than personal to the officer or employee concerned. 


i 


25X1 


E. R. SAUNDERS 

KEW/vlb 

TOs Budget Officer 


W OfflpRISED J5 9 ftjjgust 19^9 
/s/ 

cbf.CI/f fcflHBS BlfVRJRfENKOETTER 
y.ECERfifip Admiral, USN 

Director of Central Intelligence 


cc ; General Counsel 
Management Officer 
Executive (CFR) 
Signer 
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ME3A0RANDUM 


22 August 19^9 


TO* General Counsel 

PRO iU Chief, Confidential Funds Branch 

SUB J t Payment of Premiums or Cost of Surety Bonds 

R’nP: Authorization for Payment of Premiums or Costs of Surety Bonds 1 11 

set forth in memorandum firm tho Budget Officer to the Executive, 
CIA, under date of $ August 19i#j approved By the DCI, under 
date of 9 August 19 h9. 


1* Reference authorization is believed by the undersigned to 
require further clarification and perhaps amendment prior to effecting 
the payments which the undersigned assumes Congress and the DCI intended 
to authorize# 


FOIAB5 


2. It is assumed that Congress and the DCI intended that the 
government pay the cost of surety bonds of certain CIA employees on 
and after an appropriate effective date# Unfortunately, surety bond 
premiums happen to be one of the few ty pe of expense which are normally 
prepaid . Thus, all bonded individuals /I 

— have prepaid an un expired 

balance oi' their surety bond premium. The number of days sufeh prepaid 
premium represents at a given date is pure happenstance* Onegin- 
dividual may have paid his premium the day before and have 3oU days’ 
of prepaid premium. Another may have only one day's prepaid: premium. 
Another may have prepaid his bond for two years. r5 

iji 

3. Paragraph 3 of reference authorization (contrary to^my in- 
terpretation of the law as quoted in paragraph 1) implies that bond 
premiums Trill be paid by CIA only as they become due # Such applica- 
tion of the law would result in obvious inequity between individuals 
and is an anomaly. The individual who prepaid his premium just prior 
to the effective date would bo bearing tho cost of his surety bond 
until the premium expired while the individual whose premium is due 
just after the effective date vouldbe reimbursed in full. let, the 
surety bonds of each would concurrently be providing the government 
v>ith identical protection. 


1. The principle concerned here must not be confused with normal 

statutory prohibition against post facto authorization for payment of 
obligations incurred originally without proper authorization. The 
difference in the case of bond premiums previously paid by individuals 
as personal expense, is that the unoxpired premium can freely be re- 
covered by the individual at the time the authorization is granted 
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tnnJnlw 1111161111 ? a ? men »u 0f I reiniunis or costa and a new bond simuL- 
usljr executed. The payment by the government of the new nr-n- 
mlum la obviously id. thin the scope and intent of the law. P 

Wni i’ appea f 3 therefore, that the authorization by the 

Director for the payment of premiums or costs of surety bonds should 

to “S“ la “U5- authorize the 

ment to individuals of the unexptied portion of their bond premium 
b?n£r oanoellatlon and simultaneous renewal of existing Sety 

„ T1 Such amendment would result in simultaneous assumption by 
GIA of the surety bond expense of all individuals so bonded. 

I, A second question raised by this letter of authorisation 
pertains to the effective date. It is assumed that 1 July ±9k9 is 
the earliest date at which the nr*nylmnn In *.V>«a Tom ^^1.4 u.j 


■ou uixs XUS Gance, jua^approvai is dated 9 August, but the effective 
date is not stated. It is, therefore, suggested that the authoriza- 
tion be amended to reflect the desired effective date. __ 


25X1A 


Chief, Confidential Funds Branch 


EOEmb 
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( Memorandum • united states government 


TO GFB DATE: 29 August 19149 

from Office of General Counsel 

subject: Payment of Premiums or Cost of Surety Bonds 

REF: "Authorization for Payment of Premiums or Costs of Surety 
Bonds 1 * set forth in memorandum from the Budget Officer to 
the Executive, CIA, under date of 5 August 19b9, approved . 
by the DCI, under date of 9 August 19l*9. 

1* Reference is made to- your memorandum to this office dated 
22 August 19U9 > same subject as above. You state that the authoriza- 
tion referenced by you is believed to require further clarification, 
and perhaps amendment, prior to effecting the payments which you 
assume Congress and the Director intended to authorize. Possibly 
it would be helpful if we furnished you our opinion of the amounts 
which you are authorized to pay under the authorization dated 5 
August 19JU9 which was signed by the Director as of 9 August 19h9. 

2ft Paragraph 3 of the above mentioned authorization states, 
"Since some bond premiums will be due in the near future, it is de- 
sired Id obtain authorization from the Director to effect payment 
from CIA funds". It is our opinion that since the Director signed 
the memorandum on 9 August 191*9* you are not authorized to pay 
any premiums which have been paid prior to that date. There does 
not appear to be any intent in the memorandum, as worded and approved, 
to make payments contemplated in paragraph of your memorandum. 

Yfhile this office might see no legal objection to such payments, based 
on an appropriately worded authorization by the Director, there ap- 
pears to be a question of policy concerned which should be resolved. 


FOIAB5 

FOIAB5 


| The present authorization by the Director would, of coursej 
require amendment to reflect an intent that such date should be the 
effective date. 

lw In view of the above, your memorandum and attachments are 
returned herewith for such action as you deem appropriate. 


25X1 A 


'25X1 A 


JOHN S WARNER 
stant General Counsel 
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5. Ttaa offootlTO date of this instruction ls/wtr&S&ve to} 
9 August 1949, Any oosto of bonds Incurred ouboequont to tbs 

effective date of this attraction aw authorized for payment 
i n c luding pro-rated, prepaid premiums, 

FOR THE DIRECTOR CP CENTRAL ItlHSLLIGEHCEi 


Executive 


STATINTL 


CCTOURREJICESj ! , 

^BUDGET OFFICE R vSxg. ^ n**E { Jll lSb 

chief, xaaaam. gj£ /-A ^ 


CHIEF, AE8CDI2STRATIVE STAFF_ 


CHIEF, SPECIAL SUPPORT STAF F 6 <^~ 
ad/qpc 


AD/OSO 




_DA® 


'1-M 




DAT E /' Z' / -*T<- 

MT E /' / C- > ’ 

.DATE /~/f 


toft/criD 
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\ Niemoranaum • united states government 


TO J Management Officer 
FROM : Budget Officer 


date: 17 January 1950 


SUBJECT: Proposed Instruction Covering Payment of Premiums or Costs of 

Surety Bonds. 


1. A review has been made, of the draft prepared by your 
office on 13 January 1950 of an Administrative Instruction 
covering the above caption subject. A few minor suggestions 
have been made as indicated by penciled notations on the 
attached draft. 


STATINTL 


2. In view of the apparent intent of the last sentence 
of paragraph 5 of the proposed Instruction/ it is suggested 
that it be rephrased to read substantially as follows: 

Any costs of bonds incurred subsequent to the 
/ effective date of this Instruction are authorized for \ 
/ payment. Costs (premiums) of bonds incurred and paid 
I prior to the effective date of this Instruction may be 
reimbursed on a pro -rated basis for those costs or 
I premiums applicable to that portion of the period which 
\ begins on 9 August 19^9. 

\ 3 « Except as indicated above , this office concurs in 
the proposed Administrative Instruction as drafted. 



E. R. SAUNDERS 


Attachment 


RESTRICTFO 
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5* Ifce effeotlvo data of this Instruction Is retroactive to 
9 August 1949* Any oasts of hands incurred subsequent to the 
effective date of this Instruction are authorized for payment 
j including pro-rated, pre-paid premiums, 

; FOR THE DIRECTOR OF CENTRAL INTELLIGENCE i 

' I. 

STATINTL 
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OONFIWNTmt 

UNITED STATES GOVERNMENT 


TO 

FROM : 
SUBJECT: 


Executive 

Budget Officer 

Payment of Premiums or Cost 

Reference* Memorandum from 
Executive dated 


date: 23 December I9I4.9 


of Surety Bonds 

Acting Chief, Finance Division to the 
28 November I9I4.9 


!• A review of the comments of the Acting' Chief, Finance 
Division, and the recommendations set forth in his memorandum of 
28 November I9J4.9 indicates that the approval of 9 August I9U9 of the 
Director of Central Intelligence has served as remedial action for most 
of the problems presented with respect to the payment of bond premiums 
by the individual officials and employees throughout the Agency. 
Apparently, there is no question with respect to the effective date 
remaining 9 August 1949 which was the date the Director approved this 
office's memorandum of 5 August 1949. 


FOIAB5 

FOIAB5 


2. With respect to the types of bonds involved, it appears that 
the memorandum of 9 August 1949 is sufficiently wide in scope to afford 
adequate coverage with the exception of those individuals in the 


Agency who may be bonded for Public Notarv mirnnsp.q - 



. 1 This particular problem has arisen a 


I X v » 

number of times in the past and it is understood that reimbursement has 
been refused on the basis of opinions of both financial and legal 
officials of the Agency. 


FOIAB5 


FOIAB5 


I It is the reaction of this office 
that the regular bonded Certifying Officials applicable to unvouchered 
activities (one who normally pays a premium of $5.00 a year) should be 
similarly treated and should not be reimbursed from Agency funds. In 
so far as Agent Cashiers and individuals having custodial bonds are con- 
cerned, it has been the understanding of this office that under the 
approval of 9 August 1949 current premium payments (those paid on or 
after 9 August 1949) would be reimbursed to the individuals involved. 


1*. There remains a question as to whether or not Agent Cashiers 
and/or other individuals currently bonded in connection with unvouchered 
activities should be reimbursed for the amount of their unexpired (as 
of 9 August 1949) prepaid premium payments. It was not the original 
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intent in submitting the memorandum of 5 August 191+9 for the Directors 
approval to have such approval given a “retroactive 11 effect. However, 
if the Director should desire to give his retroactive approval as a 
supplementation to the approval of 9 August 191+9* this office perceives 
no objection to permitting reimbursement to the Agent Cashiers involved 
in the following amounts : 

$ 10.36 
199.72 
52.52 

( If the individuals who have paid their annual premiums of $13*50 for 

I custodial bonds wish to present claims for the relatively small amounts 

f involved for the pro-rated period beginning 9 August 19^9* it would also 

| appear that such claims should be honored. 

25X1 A 


E. R. SAUNDERS 
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ADMINISTRAT IVE INSTRUCT ION 
NO. | | 


30 January 1950 


SUBJECT: Payment of Premiums ^ Cost of Surety Bonds. 

1. This Instruction establishes regulations and procedures govern-* 
ing the payment of premiums or cost of Surety Bonds for CIA officers and 
employees# 


FOIAB5 


3# The Chief, Administrative Staff, and the Chief, Special Support 
Staff, are hereby authorized to approve for payment, the costs 1 of bonds 
of the following types which officers and employees of CIA may be 
required to execute in performance of their official duties: 

Agent Cashier Bonds 
Certifying Officer Bonds 
Custodial Bonds 

Bonds necessitated by operational conditions. 


funds # 


This authorization is applicable to both vouchered and unvouchered 


iu Payment of premiums or costs of bonds for Public Notary bonds and 
travel advanoe purposes are not authorized* 

5* The effective date of this Instruction is retreaotive to 9 August 
1949* Any costs of bonds incurred subsequent to the effective date of 
this Instruction are authorized for payment. Costs (premiums) ©f bonds 
incurred and paid prior to the effective date of this Instruction may be 
reimbursed on a prorated basis for those costs or premiums applicable to 
that portion of the period which begins on 9 August I9I4.9. 


R. H. HILLENK0ET1ER 
Rear Admiral, USN 
Director of Central Intelligence 
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ADMINISTRATIVE INSTR UCTION 
NO*. 


30 January 1950 


SUBJECT: Payment of Premiums j$r Cost of Surety Bonds* 


1. This Instruction establishes regulations and procedures govern- 
ing the payment of premiums or cost of Surety Bonds for CIA officers and 
employees# 


3*. The Chief, Administrative Staff, and the Chief, Special Support 
Staff, are hereby authorized to approve for payment, the costs of bonds 
of the following types which officers and employees of CIA. may be 
required to execute in performance of their official duties: 

Agent Cashier Bonds 
Certifying Officer Bonds 
Custodial Bonds 

Bonds necessitated by operational conditions. 


This authorization is applicable to both vouchered and unvouchered 

funds# 

bm- Payment of premiums or costs of bonds for Public Notary bonds and 
travel advance purposes are not authorized. 

‘ *5* The effective date of this Instruction is retroactive to 9 August 
19^9* ■ Any costs of bonds incurred subsequent to the effective date of 
this Instruction are authorized for payment# Costs (premiums) of bonds 
incurred and paid prior 'to the effective date of this Instruction may be 
reimbursed on a prorated basis for those costs or premiums applicable to 
that portion of the period which begins on 9 August I 9 I 4 . 9 . 


R. H. HILLENKOETTER 
Rear Admiral, USN 
Director of Central Intelligence 
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